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Independent Auditors’ Report 
 
 
 
 
 
To the Township Board 
Crystal Township  
Montcalm County, Michigan  
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of Crystal Township  as of and 
for the year ended June 30, 2004, which collectively comprise the Township’s basic financial statements as 
listed in the table of contents.  These financial statements are the responsibility of the Township’s 
management.  Our responsibility is to express an opinion on these financial statements based on our audit.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the general purpose financial statements are free of material misstatement.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentat ion.  We believe that 
our audit provides a reasonable basis for our opinion.  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the governmental activities, the business -type activities, each major fund, and the 
aggregate remaining fund information of Crystal Township  as of June 30, 2004, and the respective 
changes in financial position and cash flows, where applicable, thereof, for the year then ended in 
conformity with accounting  principles generally accepted in the United States of America.  
 
As described in Note 1, the Township  has implemented a new reporting model as required by the 
provisions of the Governmental Accounting Standards Board Statement No. 34, Basic Financial 
Statements – and Management’s Discussion and Analysis – For State and Local Governments and 
Governmental Accounting Standards Board Statement No. 38, Certain Financial Statement Note 
Disclosures, as of July 1, 2003. 
 
The management’s discussion and analysis and budgetary comparison information identified in the table of 
contents are not a required part of the basic financial statements but are supplement ary information 
required by accounting principles generally accepted in the United States of America.  We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding the methods 
of measurement and presentation of the required supplementary information.  However, we did not audit 
the information and express no opinion on it. 
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise Crystal Township’s basic financial statements.  The accompanying other supplemental 
information listed in the table of contents is presented for purposes of additional analysis and is not a 
required part of the basic financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all 
material respects in relation to the basic financial statements taken as a whole.  
 
 

 
Alma, Michigan  
December 2, 2004 
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Crystal Township  
Management’s Discussion and Analysis  

Year Ended June 30, 2004 
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Our discussion and analysis of Crystal Townships  financial performance provides an overview of the 
Township’s financial activities for the fiscal year ended June 30, 2004.  Please read it in conjunction with 
the Township’s financial statements.   Certain comparative information, ordinarily required, is not available 
the first year that the financial statements are prepared according to GASB 34 guidelines.  Subsequent 
reports will include a prior year comparison of results.  
 

Financial Highlights  
 
As discussed  in further detail in this discussion and analysis, the following represents the most significant 
financial highlights for the year ended June 30, 2004. 
 
State shared revenues, our largest revenue source, was reduced by about $10,500 by the State of 
Michigan this year.  In light of continuing State Budget Problems, and constant threat(s) to take away all 
revenue sharing, the Township has reacted by invoking tighter controls over all expenditures.   
 
 

Using this Annual Report 
 
This annual report consists of a series of financial statements.  The statement of net assets and the 
statement of activities provide information about the activities of Crystal Township  as a whole and present 
a longer-term of the Township’s finances.  This longer-term view uses the accrual basis of accounting so 
that it can measure the cost of providing services during the current year, and whether the taxpayers have 
funded the full cost of providing governmental services.  
 
The fund financial statements present a short-term view; they tell us how the taxpayer’s resources were 
spent during the year, as well as how much is available for future spending.  Fund financial statements also 
report the Township’s operations in more detail than the government -wide financial statements by providing  
information about the Township’s most significant funds.  The fiduciary fund statements provide financial 
information about activities for which the Township acts solely as a trustee or agent for the benefit of those 
outside of the government.  
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The Crystal Township  as a Whole  
 
The following table shows, in a condensed format, the net assets as of the current date (in thousands of 
dollars):  
 
 

Governmental Business-type
Activities Activities Total

2004 2004 2004

Assets
  Other assets 559,385$          3,266,659$        3,826,044$  
  Capital assets 203,611            3,012,682          3,216,293    

Total Assets 762,996            6,279,341          7,042,337    

Current and long term liabilities
  Current liabilities 23,396              52,855              76,251         
   Long term liabilities -                   1,132,000          1,132,000    

Total liabilities 23,396              1,184,855          1,208,251    

Net Assets
  Invested in capital assets, net of related debt 203,611            1,861,682          2,065,293    
  Restricted -                   1,789,940          1,789,940    
  Unrestricted 535,989            1,442,864          1,978,853    

Total net assets 739,600$          5,094,486$        5,834,086$  

 
 
Crystal  Township ’s net assets of governmental activities are $739,600 and $5,094,486  for business type 
activit ies; of these amounts $535,989 (governmental) and $1,442,864  (business -type) are unrestricted 
assets.  
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Governmental Business-type
Activities Activities Total

Revenue
Program revenue

Charges for services 15,530$            149,279$           164,809$       
Operating grants and contributions 17,850              -                    17,850           
Capital grants and contributions 70,000              2,369,676          2,439,676      

General revenue:
Property taxes 239,866            -                    239,866         
State-shared revenue 209,606            -                    209,606         
Interest 6,519               5,024                11,543           
Administration fees 21,719              -                    21,719           
Other revenue 35,667              -                    35,667           

Total revenue 616,757            2,523,979          3,140,736      

Program expenses
General government 120,742            -                    120,742         
Public safety 134,014            -                    134,014         
Public works 51,867              -                    51,867           
Highways, streets, bridges, and sidewalks 62,270              -                    62,270           
Recreation and culture 213,558            -                    213,558         
Sewer -                   309,540             309,540         
Other 25,820              -                    25,820           

Total program expenses 608,271            309,540             917,811         

Change in net assets 8,486$              2,214,439$        2,222,925$    
 

 

Governmental Activities  
 
Crystal Townships total governmental  activity revenues were $616,757 .  There was a decrease in State 
shared revenue, which was offset by slight  increases in property taxes. 
 
Governmental activity expenditures of $608,271 were recorded for the year.  This included an increase of 
26% in property and liability insurance. The Township  also contributed to Michigan Department of 
Transportation Street Scape Grant project and the Department of Environmental Quality Recreation grant 
for the Township  park.    
 
The Townships capital assets increased by $10,862 from June 30, 2003 to June 30, 2004.  This increase is 
due to the purchases of improvements to the township roof, fire equipment, a new computer, and public 
works equipment . 
 
The Townships long-term debt also increased by $1,151,000  as of June 30, 2004.  This increase is due to 
the issuance  of the Duck Lake sanitary drain bonds series A and B. 
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Business Type Activities  
 
The Township also provides municipal sanitary sewer to its residents . 
 

Crystal Townships  Funds 
 
The fund financial statements provide detailed informatio n about the most significant funds, not Crystal 
Township  as a whole.  The Township Board of Trustees creates funds to help manage money for specific 
purposes as well as show accountability for certain activities, Fire, Police, and Lighting  Funds.  Crystal 
Townships  governmental major funds include General Fund, Police, and Fire Funds.  
 

a) General Fund 
Functions relating to the general governmental activities of the Township, which are financed by 
property tax levies, by distribution of State revenues from fees charged for various municipal 
activities and services are recorded in the General Fund.  The day to day operation expenses for 
the Police, and Fire departments is also paid out of General Fund.  Some revenues for these 
departments are collected in the Police and Fire Fund and then transferred to General fund to offset 
part of the expenses.  
 

b) Police Fund 
The Police Fund is funded through a special assessment approved by the residents.  The 
Assessment collected in 2003-04 was $95,959.   

 
c) Fire Fund 

The Fire Fund is funded through a special assessment approved by the residents.  The 
Assessment collected in 2003-04 was $66,258.   

 
 

General Fund Budgetary Highlights  
 
The Township was aware of Revenues being decreased and is also aware that the new current board will 
need to monitor expenditures through out the year. 
 
 

Economic Factors and Next Year’s Budgets and Rates 
 
The township board is in agreement that the revenue sharing from the state will continue to decline  
do to the states economic decline in manufacture rs and industries relocating to other states.  
 
 

Contacting Crystal Townships  Management  
 
This financial report is intended to provide our citizens, taxpayers, customers, and investors with a general 
overview of Crystal  Township ’s finances and to show the Township’s accountability for the money it 
receives.  If you have any questions about this report or need additional information, we welcome you to 
contact the administration offices at Township hall.   



Crystal Township
Statement of Net Assets

June 30, 2004

Governmental Business-type Component
Activities Activities Total Unit

Assets
Cash and cash equivalents 360,241$       2,082,232$     2,442,473$    36,595$      
Receivables 1,360             1,166,963       1,168,323      -             
Internal balances 150,133         -                 150,133         -             
Due from other governmental units 43,407           -                 43,407           -             
Prepaid expenses 4,244             17,464            21,708           -             
Capital assets (net) 203,611         3,012,682       3,216,293      -             

Total assets 762,996         6,279,341       7,042,337      36,595        

Liabilities
Accounts payable 13,552           -                 13,552           -             
Accrued and other liabilities 7,594             33,855            41,449           -             
Deferred revenue 2,250             -                 2,250             -             
Noncurrent liabilities
  Due within one year -                 19,000            19,000           -             
  Due in more than one year -                 1,132,000       1,132,000      -             

Total liabilities 23,396           1,184,855       1,208,251      -             

Net Assets
Invested in capital assets, net of related debt 203,611         1,861,682       2,065,293      -             
Restricted for:
  Debt service -                 19,000            19,000           -             
  Capital projects -                 1,770,940       1,770,940      -             
Unrestricted 535,989         1,442,864       1,978,853      36,595        

Total net assets 739,600$       5,094,486$     5,834,086$    36,595$      

    

Primary Government
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Crystal Township
Statement of Activities

Year Ended June 30, 2004

Operating Capital 
Charges for Grants and Grants and Governmental Business-type Component

Functions/Programs Expenses Services Contributions Contributions Activities Activities Totals Units

Primary government
Governmental activities

General government 120,742$     7,530$       17,850$       -$             (95,362)$           -$             (95,362)$      -$           
Public safety 134,014       8,000         -              -               (126,014)           -               (126,014)      -             
Public works 51,867         -             -              -               (51,867)             -               (51,867)        -             

   Highways, streets, bridges, and sidewalks 62,270         -             -              -               (62,270)             -               (62,270)        -             
Recreation and culture 213,558       -             -              70,000         (143,558)           -               (143,558)      -             
Other 25,820         -             -              -               (25,820)             -               (25,820)        -             

Total governmental activities 608,271       15,530       17,850         70,000         (504,891)           -               (504,891)      -             

Business-type activities

Sewer 309,540       149,279     -              2,369,676    -                    2,209,415    2,209,415    -             

Total primary government 917,811$     164,809$   17,850$       2,439,676$  (504,891)           2,209,415    1,704,524    -             

General revenues
Property taxes 239,866            -               239,866       -             
State shared revenue 209,606            -               209,606       -             
Unrestricted investment earnings 6,519                5,024           11,543         243            
Administration fees 21,719              -               21,719         -             
Miscellaneous 35,667              -               35,667         -             

Total general revenues 513,377            5,024           518,401       243            

Change in net assets 8,486                2,214,439    2,222,925    243            

Net assets - beginning 731,114            2,880,047    3,611,161    36,352       

Net assets - ending 739,600$          5,094,486$  5,834,086$  36,595$     

Program Revenues Net (Expense) Revenue and Changes in Net Assets
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Crystal Township
Balance Sheet

Governmental Funds

June 30, 2004

Other Total 
Governmental Governmental

General Fire Fund Police Fund Funds Funds

Assets
Cash and cash equivalents 195,312$    90,231$          63,963$          10,735$                360,241$           
Receivables -              689                 671                 -                        1,360                 
Due from other funds 133             65,000            85,000            -                        150,133             
Due from other governmental units 43,407        -                  -                  -                        43,407               
Prepaids 4,244          -                  -                  -                        4,244                 

Total assets 243,096$    155,920$        149,634$        10,735$                559,385$           

Liabilities and Fund Balance
Liabilities 

Accounts payable 13,552$      -$                -$                -$                      13,552$             
Accrued expenses 7,594          -                  -                  -                        7,594                 
Deferred revenue 2,250          -                  -                  -                        2,250                 

Total liabilities 23,396        -                  -                  -                        23,396               

Fund Balance
Unreserved

Designated for improvements 55,117        -                  -                  -                        55,117               
Other undesignated 164,583      155,920          149,634          10,735                  480,872             

Total fund balance 219,700      155,920          149,634          10,735                  535,989             

Total liabilities and fund balance 243,096$    155,920$        149,634$        10,735$                559,385$           

Special Revenue Funds
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Crystal Township
Reconciliation of the Balance Sheet

 Governmental Funds to the Statement of Net Assets

June 30, 2004

Total fund balances for governmental funds 535,989$         

Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds. 203,611           

Net assets of governmental activities 739,600$         
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Crystal Township
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

Year Ended June 30, 2004

Other Total 
Governmental Governmental

General Fire Fund Police Fund Funds Funds

Revenues
Taxes 55,118$      66,258$            95,959$           22,531$             239,866$           
State grants 206,637      -                   2,969               -                    209,606             
Charges for services 15,530        -                   -                  -                    15,530               
Interest and rentals 6,059          438                   422                  -                    6,919                
Other revenue 130,466      1,549                12,821             -                    144,836             

Total revenues 413,810      68,245              112,171           22,531               616,757             

Expenditures
Current

General government 120,905      -                   -                  -                    120,905             
Public safety 34,127        -                   69,996             23,903               128,026             
Public works 48,772        -                   -                  -                    48,772               

    Highways, street, bridges and sidewalks 62,270        -                   -                  -                    62,270               
Recreation and culture 213,558      -                   -                  -                    213,558             
Other 25,820        -                   -                  -                    25,820               

Total expenditures 505,452      -                   69,996             23,903               599,351             

Net change in fund balance (91,642)      68,245              42,175             (1,372)               17,406               

Fund balance - beginning 311,342      87,675              107,459           12,107               518,583             

Fund balance - ending 219,700$    155,920$          149,634$         10,735$             535,989$           

Special Revenue Funds
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Crystal Township
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of

Governmental Funds to the Statement of Activities

Year Ended June 30, 2004

 Primary 

Government 

Net change in fund balances - total governmental funds 17,406$            

Total change in net assets reported for governmental activities in the statement of activities
is different because:

Governmental funds report capital outlays as expenditures.  However, in the statement of activities the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense.  

Depreciation expense (18,464)      
Capital outlay 14,369       (4,095)               

Revenues in the statement of activities that do not provide current financial resources are not reported as revenue
in the funds. 

Loss on disposal of equipment (4,825)        (4,825)               

Change in net assets of governmental activities 8,486$              
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Crystal Township
Statement of Net Assets

Enterprise Fund
For the Year Ended June 30, 2004

Sewer

Assets
Current assets
  Cash and cash equivalents $ 311,292      
  Cash held by the County 1,770,940   
  Accounts receivable 14,585        
  Interest receivable 1,378          
  Special assessments receivable 1,151,000   
  Prepaid expenses 17,464        

Total current assets 3,266,659   

  Property, plant, and equipment - net 3,012,682   

  Total assets 6,279,341   

Liabilities
Current liabilities
  Current portion - bonds payable 19,000        
  Accrued  and other expenses 33,855        

Total current liabilities 52,855        

Noncurrent liabilites
  Bonds payable 1,132,000   

Total liabilities 1,184,855   

Net assets
  Invested in capital assets, net of related debt 1,861,682   
  Restricted for capital projects 1,770,940   
  Unrestricted
    Designated for debt service 19,000        
    Other unrestricted 1,442,864   

    Total net assets $ 5,094,486   

See Accompanying Notes to Financial Statements
4 - 7



Crystal Township
Statement of Revenues, Expenses and 

Changes in Retained Earnings - Enterprise Fund
For the Year Ended June 30, 2004

Sewer

Operating revenues
  Charges for services $ 147,071      
  Connection fees 2,208          

        Total operating revenue 149,279      

Operating expenses
  Wages 76,163        
  Payroll taxes 5,802          
  Benefit time 13,124        
  Retirement 7,141          
  Repairs and maintenance 7,616          
  Utilities 8,664          
  Office expense 17,383        
  Supplies 14,423        
  Gas and oil 6,837          
  Insurance 19,508        
  Depreciation 116,660      
  Miscellaneous 1,494          

        Total operating expenses 294,815      

        Operating loss (145,536)     

Nonoperating revenues (expenses)
  Interest revenue 5,024          
  Special assessment 2,369,676   
  Interest expense (14,725)       

        Total nonoperating revenue 2,359,975   

        Change in net assets 2,214,439   

Net assets - beginning of year (restated) 2,880,047   

Net assets - end of year $ 5,094,486   

See Accompanying Notes to Financial Statements
4 - 8



Sewer

Cash flows from operating activities

  Receipts from customers $ 143,551         
  Payments to suppliers (54,923)          
  Payments to employees (89,287)          
  Other receipts (5,373)            

Net cash provided by operating activities (6,032)            

Cash flows from capital and related financing activities

  Purchase of capital assets (624,508)        
  Interest paid on capital debt (14,725)          
  Receipt of special assessments 2,369,676      

Net cash provided by capital and related financing activities 1,730,443      

Cash flows from investing activities

  Interest revenue 5,024             

Net change in cash and cash equivalents 1,729,435      

Cash and cash equivalents - beginning of year 352,797         

Cash and cash equivalents - end of year $ 2,082,232      

Reconciliation of operating income to net

  cash provided by operating activities

  Operating income (145,536)        
  Adjustments to reconcile operating income to net cash
    provided by operating activities
      Depreciation 116,660         
  Change in assets and liabilities
      Receivables (2,942)            
      Prepaids (2,786)            
      Accrued expenses 28,572           

Net cash provided by operating activities $ (6,032)            

Year Ended June 30, 2004

See Accompanying Notes to Financial Statements
4 - 9

Crystal Township
Statement of Cash Flows

Enterprise Fund



Crystal Township
Statement of Fiduciary Assets and Liabilities

 June 30, 2004

Assets

Cash and cash equivalents 150,133$        

Liabilities

Due to other funds 150,133$        

4 - 10



 

 

Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The accounting policies of Crystal Township conform to accounting principles generally accepted in the 
United States of America (GAAP) as applicable to governmental units.  The following is a summary of the 
significant accounting policies used by the Township:  
 
Government -wide and fund financial statements  
 
The government -wide financial statements (i.e. the Statement of Net Assets and the Statement of 
Changes in Net Assets) report information on all of the nonfiduciary activities of the primary government 
and its component units.  For the most part, the effect of interfund activities has been removed from these 
statements.  Governmental activities, normally supported by taxes and inter-governmental revenue, are 
reported separately from business -type activities, which rely to a significant extent on fees and charges for 
support.   
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenue.  Direct expenses of a given function or segment are offset by 
program revenue.  Direct expenses are those that are clearly identifiable with a specific function or 
segment.  Program revenue includes: (1) charges to customers or applicants who purchase, use or directly 
benefit from goods, services, or privileges provided by a given function or segment; and (2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function 
or segment.  Taxes and other items properly excluded from program revenue are reported as general 
revenue.  
 
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, 
even though the latter are excluded from the governmen tal-wide financial statements.  Major individual 
governmental funds and the major enterprise funds are reported in separate columns in the fund financial 
statements.  
 
Reporting entity 
 

 The nucleus of the financial reporting entity as defined by the Governmental Account ing Standards Board 
(GASB) Statement No. 14 is the "primary government".  A fundamental characteristic of a primary 
government is that its’ members are selected by the people in a general election.  In addition to having an 
elected board, a primary government must be both a legally separate and a fiscally independent entity.  
Thus, Crystal Township qualifies as "primary government" for financial reporting purposes.  In evaluating 
how to define the financial reporting entity, management has considered all potential component units.  A 
component unit is a legally separate entity for which the primary government is financially accountable.  
The basic criterion of financial accountability is; the primary government is accountable for and able to 
impose its will upon the potential component unit. 

 
Discretely presented component units 
 
A discretely presented component unit is an entity that is legally separate from the Township, but for which 
the unit is financially accountable, or its relationship with the Township is such that exclusion would cause 
the Township’s financial statements to be misleading or incomplete.  They are presented within the 
“component unit” column of the government -wide financial statements.  
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Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
 

Measurement focus, basis of accounting and financial statement presentation  
 
The government -wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.  
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of 
the timing of related cash flows.  Property taxes are recognized as revenue in the year for which they are 
levied.  Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed 
by the provider have been met.  When an expense is incurred for purposes for which both restricted and 
unrestricted net assets are available, restricted resources are applied first.  
 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenue is recognized as soon as it is both 
measurable and available.  Revenue is considered to be available if it is collected within the current period 
or soon enough thereafter to pay liabilities of the current period.  For this purpose, the government 
considers revenues to be available if they are collected within 60 days of the end of the current fiscal 
period.  Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures, expenditures relating to claims and judgments are recorded only 
when payment is due. 
 
Those revenues susceptible to accrual are property taxes, special assessments, licenses, interest 
revenue, and charges for services.  Sales taxes collected and held by the State at year end on behalf of 
the government also are recognized as revenue.  Fines, permits, and parking meter revenues are not 
susceptible to accrual because generally they are not measurable until received in cash. 
 
The Township reports the following major governmental funds:  
 

 The General Fund is the government’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another fund. 

 
 The Police Fund accounts for property taxes and other revenue that is restricted for providing 

police protection.  
 

 The Fire Fund accounts for property taxes and other revenue that is restricted for providing fire 
protection . 

 
The Township reports the following major business -type fund: 
 

 The Sewer Fund accounts for the cost of collection and treating  waste waters.  
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Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
 
Additionally, the Township reports the following:  
 
Agency Funds – The Agency Funds are custodial in nature (assets equal liabilities) and do not involve the 
measurement of results of operations.  
 
Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both 
the government -wide and proprietary fund financial statements to the extent that those standards do not 
conflict with the standards of the Governmental Accounting Standards Board.  The government has 
elected not to follow private-sector standards issued after November 30, 1989 for its business -type 
activities.  
 
As a general rule, the effect of interfund activity has been eliminated from the government -wide financial 
statements.   
 
Amounts reported as program revenue include: (1) charges to customers or applicants for goods, services, 
or privileges provided (2) operating grants and contributions; and (3) capital grants and contributions, 
including special assessments.  Internally dedicated resources are reported as general revenue rather  
than as program revenue.  Likewise, general revenue includes all taxes.  
 
Proprietary funds distinguish operating revenue and expenses from nonoperating items.  Operating 
revenue and expenses generally result from providing services in connection with a proprietary fund’s 
principal ongoing operations.  The principal operating revenue of our proprietary funds, relate to charges to 
customers for sewage disposal.  The Sewer Fund also recognizes tap fees intended to recover current 
costs (e.g., labor and materials to hook up new customers) as operating revenue.  Connection fees 
intended to recover the cost of the infrastructure is recognized as nonoperating revenue.  Operating 
expenses for proprietary funds include the cost of sewage disposal, operations and maintenance, general 
and administrative expenses, and depreciation on capital assets.  All revenue and expenses not meeting 
this definition are reported as nonoperating revenue and expenses.  
 
Property tax revenue 
 
Property taxes are levied on each July 1 on the taxable valuation of property as of the preceding 
December 31.  Taxes are considered delinquent on March 1 of the following year, at which time penalties 
and interest are assessed.  
 
The Township’s 2003 ad valorem tax is levied and collectible on July 1, 2003, and is recognized as 
revenue in the year ended June 30, 2004, when the proceeds of the levy are budgeted and available for 
the financing of operations.  
 
The 2003 taxable valuation of the Crystal Township  is $70,940,239  on which ad valorem taxes levy 
consisted of .7958 mills for operating purposes.  The township bills and collects its own property taxes and 
also taxes for the school districts of Carson City Crystal, Central Montcalm, and Ithaca Public Schools .  
Collection on all taxes and remittance of them to the various taxing jurisdictions are accounted for in the 
tax collections fund.  Township property tax revenues are recognized when levied.   
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Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
Assets, liabilities and net assets or equity 
 
Cash and cash equivalents  – The Township has defined cash and cash equivalents to include cash on 
hand, demand deposits , and short-term investments with a maturity of 3 months or less when acquired.  
 
Receivables and payables  – In general, outstanding balances between funds are reported as “due to/from 
other funds.”  Activity between funds that is representative of lending /borrowing arrangements outstanding 
at the end of the fiscal year is referred to as “advances to/from other funds.”  Any residual balances 
outstanding between the governmental activities and the business -type activities are reported in the 
government -wide financial statements as “internal balances.”  
 
All trade and property tax receivables are shown as net of allowance for uncollectible amounts.  
 
Prepaid items – Certain payments to vendors reflect costs applicable to future fiscal years and are 
recorded as prepaid items in both government -wide and fund financial statements.  
 
Capital assets  – Capital assets, which include property, plant, and equipment, are reported in the 
applicable governmental or business -type activities column in the government -wide financial statements.  
Capital assets are defined by the government as assets with an initial individual cost of more than $500 
and an estimated useful life in excess of one year.  Such assets are recorded at historical cost if 
purchased or constructed.  Donated capital assets are recorded at estimated fair market value at the date 
of donation.  
 
Property, plant and equipment is depreciated using the straight -line method over the following useful lives.  
 
Land improvements 10 to 20 years
Building and building improvements 25 to 40 years
Vehicles 5 to 10 years
Machinery and equipment 5 to 10 years

 
 
Long-term obligations -  In the government -wide financial statements and the proprietary fund types in the 
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable governmental activities, business -type activities, or proprietary fund-type statement of net 
assets.  
 
Fund equity  - In the fund financial statements, governmental funds report reservations of fund balance for 
amounts that are not available for appropriation or are legally restricted by outside parties for use for a 
specific purpose.  Designations of fund balance represent tentative management plans that are subject to 
change.  
 
 
 
 

 

 

 

 

4 - 14 



 

 

Crystal Township  
 Notes to Financial Statements  

June 30, 2004 

 
Use of estimates  
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenue and expenses during the period.  Actual 
results could differ from those estimates.  
 
 
Comparative data 
 
Comparative data is not included in the Township’s financial statements.  
 
NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY  
 
Fund Deficit  
 
The Township has accumulated a net asset deficit in the Northwest TAC and Lighting fund.  This deficit will 
be eliminated with future year special assessments.   
 
Michigan Public Act 621 of 1978, Section 18(1), as amended, provides that a local government unit shall 
not incur expenditures in excess of the amount appropriated.  During the year ended June 30, 2004, the 
Township incurred expenditures in the General Fund in excess of the amount appropriated as follows:  
 Total    Amount     Unfavorable  
FUND                                               Appropriation     Expended         Variance  
 
General Fund 
  Township board                                  47,115    56,915              9,800 
  Board of review 1,465    2,158                 693 
  Public safety      25,810           34,127       8,317 
  Parks and recreation       88,000    209,951   121,951 
  Other          -        25,820     25,820 
 
NOTE 3 - DEPOSITS  
 
Michigan Compiled Laws, Section 129.91 authorizes the Township to make deposits and invest in the 
accounts of federally insured banks, credit unions, and savings and loan associations which have an office 
in Michigan.  The local unit is allowed to invest in bonds, securities and other obligations of the United 
States, or any agency or instrumentality of the United States.  United States government or federal agency 
obligations; repurchase agreements; bankers acceptance of United States Banks; commercial paper rated 
within the two highest classifications which mature not more than 270 days after the date of purchase; 
obligations of the State of Michigan or any of its political subdivisions, which are rated as investment 
grade; and mutual funds composed of investment vehicles that are legal for direct investmen t by local units 
of government in Michigan.  
 
The investment policy adopted by the Board authorized all of the investments allowable under Michigan 
law.                                     
 
Crystal Township’s  deposits and investment policy are in accordance  with statutory authority.  
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Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
Deposits  
 
At year end, the carrying amount of the Township’s deposits with financial institutions was $858,261 and 
the bank balance was $929,174.  The Township has an additional $1,770,940, which is held by Montcalm 
County for the Duck Lake Sewer project. Of the bank balance, $273,248 was covered by federal 
depository insurance and $655,926 was uninsured and uncollateralized.   
 
NOTE 4 - RECEIVABLES  
 
Receivables as of year end for the government’s individual major and nonmajor funds are as follows:  
 

General Fire Police Sewer Total
Accounts -$        689$       671$       15,963$           17,323$        
Special assessments -          -          -          1,151,000        1,151,000     
Intergovernmental 43,407     -          -          -                   43,407          

  Gross receivables 43,407$   689$       671$       1,166,963$      1,211,730$   

Due within one year 43,407$   689$       671$       34,963$           79,730$        
Due after one year -          -          -          1,132,000        1,132,000     

43,407$   689$       671$       1,166,963$      1,211,730$   

 
 
Governmental funds report deferred revenue in connection with receivables for revenue that are not 
considered to be available to liquidate liabil ities of the current period.  Governmental funds also defer 
revenue recognition in connection with resources that have been received but not yet earned.  At the end 
of the current fiscal year, the various components of deferred revenue are as follows:  
 

Unearned

Prepaid fire contract revenue 2,250$             
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Crystal Township  
Notes to Financial Statements  

June 30, 2004 

 
NOTE 5 - CAPITAL ASSETS 
 
Capital assets activity of the primary government for the current year was as follows:  
 

Beginning Ending

Balances Increases Decreases Balances

Governmental activities

Capital assets not being depreciated

  Land 15,390$              3,507$           -$              18,897$               

Capital assets being depreciated

  Buildings and improvements 254,000              1,531             -                255,531               

  Office equipment 10,706                943                -                11,649                 

  Fire equipment 163,807              1,778             -                165,585               

  Public Works equipment 70,503                6,610             6,434            70,679                 

Capital assets being depreciated 499,016              10,862           6,434            503,444               

Less accumulated depreciation for

  Buildings and improvements 129,320              4,593             -                133,913               

  Office equipment 7,904                  1,225             -                9,129                   

  Fire equipment 122,483              7,766             -                130,249               

  Public Works equipment 42,168                4,880             1,609            45,439                 

Accumulated deprecation 301,875              18,464           1,609            318,730               

Net capital assets being depreciated 197,141              (7,602)            4,825            184,714               

Governmental activities capital assets, net 212,531$            (4,095)$          4,825$           203,611$             

Beginning Ending

Business-type activities Balances Increases Decreases Balances

Capital assets not being depreciated

  Land 232,446$            -$               -$              232,446$             

  Construction in progress -                      622,260         -                622,260               

Capital assets being depreciated

  Buildings 300,000              -                 -                300,000               

  Lagoons 974,518              -                 -                974,518               

  Pumps and lifts 1,095,405           1,513             -                1,096,918            

  Sewer conveyance 2,618,292           -                 -                2,618,292            

  Sewer equipment 176,513              735                -                177,248               

Capital assets being depreciated 5,164,728           2,248             -                5,166,976            

Less accumulated depreciation for

  Buildings 183,750              7,500             -                191,250               

  Lagoons 596,892              24,363           -                621,255               

  Pumps and lifts 699,452              26,477           -                725,929               

  Sewer conveyance 1,282,963           52,366           -                1,335,329            

  Sewer equipment 129,283              5,954             -                135,237               

Accumulated depreciation 2,892,340           116,660         -                3,009,000            

Net capital assets being depreciated 2,272,388           (114,412)        -                2,157,976            

Business-type capital assets, net 2,504,834$         507,848$       -$              3,012,682$          
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Notes to Financial Statements  
June 30, 2004 

 
Depreciation expense was charged to programs of the primary government as follows:  
 

Government activities
  General government 5,818$          
  Public works 4,880            
  Public safety 7,766            

Total governmental activities 18,464$        

Business-type activities
  Sewer 116,660        

Total business-type activities 116,660$       
 
NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES 
 

The composition of interfund balances is as follows:  
 
 
Due to/from other funds 
 
 

Receivable Payable

Fund Fund Amount Purpose

Police Tax account 85,000$    Taxes collected in the tax account that are due to the police fund

Fire Tax account 65,000      Taxes collected in the tax account that are due to the fire fund

General Fund Tax account 133            Interest earned on the tax account that is due to the general fund

150,133$ 
 

 

 
NOTE 7 - LONG-TERM DEBT 
 
The Township issued bonds to defray part of the cost of the Duck Lake Sanitary Drain and dividing the 
amount assessed against the Township of Crystal into 30 annual installments.  Special assessment bonds 
provide for capital improvements that benefit specific properties, and will be repaid from amounts levied 
against those properti es benefited from the construction.   
 
Long-term obligation activity is summarized as follows:  
 

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-type activities

Contracts payable

Duck Lake Sanitary Drain Bonds Series A -                   814,000        -                 814,000         13,000           

Duck Lake Sanitary Drain Bonds Series B -                   337,000        -                 337,000         6,000            

-$                 1,151,000$   -$               1,151,000$    19,000$         
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Notes to Financial Statements  
June 30, 2004 

 
The following is a summary of maturity dates, interest rates, and maturities:  

Maturity Interest
Dates Rates Maturities

Business-type activities

Special assessment bonds

Duck Lake Sanitary Drain Bonds, Series A 3/1/34 4.5% $13,000-$45,000

Duck Lake Sanitary Drain Bonds, Series B 3/1/34 4.5% $6,000-$18,000  
 
Annual debt service requirements to maturity for the above bond obligations are as follows:  
 

Year Ended
June 30 Principal Interest

2005 19,000$      49,737$    
2006 20,000        50,941      
2007 21,000        50,040      
2008 21,000        49,095      
2009 23,000        48,150      

2010-2014 129,000      224,460    
2015-2019 162,000      192,555    
2020-2024 201,000      152,820    
2025-2029 249,000      103,455    

2030-2034 306,000      42,119      

Total 1,151,000$ 963,372$  

Business-Type Activities

 
 

 
NOTE 8 - RISK MANAGEMENT  
 
Financial instruments, which potentially subject the Township to concentrations of credit risk consist 
principally of cash.  Risk associated with cash is disclosed in Note 3. 
 
The Township is exposed to various risks of loss related to property loss, torts, errors, and omissions and 
employee injuries (workers compensation) , as well as medical benefits provided to employees.  The 
Township has purchased commercial insurance for all its insurance needs.  Settled claims for commercial 
insurance have not materially exceeded the amount of insurance coverage in any of the past three fiscal 
years.  
 
NOTE 9 - COMPONENT UNIT 
 
The Crystal Downtown Development Authority (DDA) is responsible for the development of the Township’s 
business district in order to halt the deterioration of property values within this district.  All ten DDA 
members are voting members who are approved by the Township Board.  The DDA is legally separate 
from the Township and fiscally dependent on the Township’s taxing authority.  There are no separately 
published financial statements of the DDA. 
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Notes to Financial Statements  
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NOTE 10 - PENSION PLAN 
 
The Township has a qualified, contributory defined contribution pension plan covering all full time 
employees and elected officials.  The Township contributes 6.2% of each employee’s annual salary to the 
plan.  All contributions are 100% vested.  Pension expense charged to operations for the year ended June 
30, 2004 was $783, which is for current service costs.  There are no unfunded prior service costs.  
 
The Township has a separate defined contribut ion plan covering all the employees of the Sewer Fund.  
The Township contributes 10% of each employee’s annual salary to the plan.  All contributions are 100% 
vested.  Pension expense of the Sewer Fund for June 30, 2004 was $7,141.  The Township has no further 
liability to these plans.  
 
NOTE 11 – ACCOUNTING AND REPORTING CHANGE 
 
GASB 34 
In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34, Basic 
Financial Statements – and Management’s Discussion and Analysis – For State and Local Governments.   
Crystal Township  has applied the provisions of this statement and related GASB statements in the 
accompanying financial statements (including the notes to financial statements).  The Township has 
elected to implement the general provisions of the statement.  Certain significant changes in the statement 
include the following:  

 A management’s discussion and analysis (MD&A) section providing an analysis of the Township ’s 
overall financial position and results of operations.  

 
 Financial statements prepared using full accrual accounting for all of the Township ’s activities . 

 
 A change in the fund financial statements to focus on the major funds.  

 
 Capital assets at July 1, 2003 previously reported in the General Fixed Assets Account Group have 

been adjusted by approximately $578,194 to $212,531  to reflect the historical cost and 
accumulated depreciation of the Township ’s capital assets at that date.  

 
NOTE 12 – PRIOR PERIOD ADJUSTMENT  
 
The June 30, 2003 financial statements included fixed assets of $19,638 in the sewer fund that were no 
longer in use.  The net assets at July 1, 2003 were restated to account for this inclusion of capital assets.  
 
 Net Assets – Beginning of year  $ 2,899,685  
 Change for fixed assets                (19,638)  
 Net Assets – Beginning of year (restated)  $ 2,880,047  
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Crystal Township

General Fund
Budgetary Comparison Schedule

Year Ended June 30, 2004

Over
(Under)

Actual Final Budget
Revenues
  Property taxes $ 53,629      $ 53,629        $ 55,118        $ 1,489          
  State shared revenue 205,866    205,866      206,637      771             
  Charges for services 16,100      16,100        15,530        (570)            
  Rentals 425           425             400             (25.00)         
  Administration fees 28,415      28,415        21,719        (6,696)         
  Gain on trade-in -            -              3,985          3,985          
  Sale of assets -            -              1,550          1,550          
  Interest 4,403        4,403          5,659          1,256          
  Other 500           500             103,212      102,712      

        Total revenues 309,338    309,338      413,810      104,472      

Expenditures
  General government
     Township Board 47,115      47,115        56,915        9,800          
     Supervisor 5,060        5,060          4,631          (429)            
     Elections 6,000        6,000          175             (5,825)         
     Assessor 32,568      32,568        26,877        (5,691)         
     Clerk 12,190      12,190        10,046        (2,144)         
     Board of Review 1,465        1,465          2,158          693             
     Treasurer 12,830      12,830        9,576          (3,254)         
     Township hall 7,050        7,050          6,752          (298)            
     Cemetery 5,350        5,350          3,775          (1,575)         
  Public safety 25,810      25,810        34,127        8,317          
  Public works 50,100      50,100        48,772        (1,328)         
  Highways, street, bridges and sidewalks 79,850      79,850        62,270        (17,580)       
  Recreation and culture
     Library 3,750        3,750          3,607          (143)            
     Parks and recreation 88,000      88,000        209,951      121,951      
  Other -            -              25,820        25,820        

        Total expenditures 377,138    377,138      505,452      128,314      

        Net change in fund balance (67,800)     (67,800)       (91,642)       (23,842)       

Fund balance - beginning of year 311,342    311,342      311,342      -              

Fund balance - end of year $ 243,542    $ 243,542      $ 219,700      $ (23,842)       

Required Supplemental Information

Budgeted Amounts
Original Final

Actual
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Crystal Township

Fire Equipment Fund
Budgetary Comparison Schedule

Year Ended June 30, 2004

Over
(Under)

Final Actual Final Budget
Revenues
  Property taxes $ 66,285        $ 66,285        $ 66,258        $ (27)              
  Interest -              -              438             438             
  Other -              -              1,549          1,549          

        Total revenues 66,285        66,285        68,245        1,960          

Expenditures
  Public safety 66,285        66,285        -              (66,285)       

        Net change in fund balance -              -              68,245        68,245        

Fund balance - beginning of year 87,675        87,675        87,675        -              

Fund balance - end of year $ 87,675        $ 87,675        $ 155,920      $ 68,245        

Required Supplemental Information

Original
Budgeted Amounts

Actual
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Crystal Township

Police Fund
Budgetary Comparison Schedule

Year Ended June 30, 2004

Over
(Under)

Final Actual Budget
Revenues
  Property taxes $ 95,997        $ 95,997        $ 95,959        $ (38)              
  Grants and shared revenue 2,700          2,700          2,969          269             
  Interest -              -              422             422             
  Other -              -              12,821        12,821        

        Total revenues 98,697        98,697        112,171      13,474        

Expenditures
  Public safety 98,697        98,697        69,996        (28,701)       

        Net change in fund balance -              -              42,175        42,175        

Fund balance - beginning of year 107,459      107,459      107,459      -              

Fund balance - end of year $ 107,459      $ 107,459      $ 149,634      $ 42,175        

Required Supplemental Information

Original
Budgeted Amounts
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Crystal Township
Other Supplemental Information

Combining Balance Sheet
Nonmajor Governmental Funds

June 30, 2004

Northwest
Street TAC Governmental
Lights Lighting

Assets

Cash and cash equivalents $ 10,742       $ (7)               $ 10,735        

        Total assets $ 10,742       $ (7)               $ 10,735        

Liabilities and Fund Balance

Fund balance $ 10,742       $ (7)               $ 10,735        

6 - 1
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Crystal Township
Other Supplemental Information

Combining Statement of Revenues, Expenditures
and Changes in Fund Balance

Year Ended June 30, 2004

Northwest
Street TAC
Lights Lighting Funds

Revenues
  Special assessments $ 22,206        $ 325             $ 22,531        

Expenditures
  Public safety 23,524        379             23,903        

          Net change in fund balance (1,318)         (54)             (1,372)         

Fund balance - beginning of year 12,060        47               12,107        

Fund balance - end of year $ 10,742        $ (7)               $ 10,735        

Nonmajor
Governmental
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7810 N. Alger Rd. 
Alma, MI  48801 

Phone (989) 463-6108 
Fax (989) 463-8560 

 

 
 
 
December 2, 2004 
 
 
 
To the Members of the Township Board 
  of Crystal Township  
 
In planning and performing our audit of the financial statements of Crystal  Township for the 
year ended June 30, 2004, we considered its internal control in order to determine our auditing 
procedures for the purpose of expressing our opinion on the financial statements and not to 
provide assurance on the internal control.  However, we noted certain matters involving internal 
control and its operation that we consider to be reportable conditions under standards 
established by the American Institute of Certified Public Accountants.  Reportable conditions 
involve matters coming to our attention relating to significant deficiencies in the design or 
operation of the internal control that, in our judgment, could adversely affect Crystal  Township’s 
ability to record, process, summarize, and report financial data consistent with the assertions of 
management in the financial statements.  
 
A material weakness is a reportable condition in which the design or operation of one or more 
of the internal control components does not reduce to a relatively low level the risk that errors or 
fraud in amounts that would be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  
 
Our consideration of internal control would not necessarily disclose all matters in internal control 
that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses as defined above.  
However, we noted the following reportable conditions that we believe to be material 
weaknesses.  
 
 
Current Year Comments and Recommendations:  
 
TRIAL BALANCES 

The general fund and the fire fund trial balances did not balance.  We recommend procedures 
should be set up to ensure that the trial balances are in balance on a monthly basis for all of the 
funds.   Additional attention needs to be paid to the detail and accuracy of where, when, and 
how transactions are posted to the general ledger.
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CASH MANAGEMENT  

Deposits were not posted to the correct fund.  We recommend that the deposits be entered into 
the proper fund in the general ledger on a weekly basis.  The general ledger cash account 
required much time and effort to reconcil e.  The general ledger cash balances should be 
compared to the bank reconciliation balances on a monthly basis.  We recommend that the 
clerk and treasurer compare cash balances on a monthly basis.  The board should consider 
requiring the clerk to obtain additional accounting training.  
 
INTERFUND RECEIVABLE AND PAYABLES 

During the audit, we noted a few instances when a receivable was set up in one fund, but there 
wasn’t a payable recorded in the corresponding fund.  Additional time was spent reconciling the 
interfund receivables and payables.  
 
  
The following is a recommendation and not a reportable condition:  
 
ACCOUNTING POLICY AND PROCEDURES MANUAL 

Crystal Township’s employees maintain segregation of duties as much as possible with limited 
staffing, however , no written established policies or procedures were available.  
 
We suggest the Township document policies and procedures relating to accounting record 
keeping and financial decision making.  The Michigan Department of Treasury’s Local 
Government Audit and Finance Division has a manual titled Uniform Accounting Procedures 
Manual  available to assist local units of government in preparation of such written procedures.   
 
In addition, the Michigan Townships Association has information available to assist Officials in 
preparing and adopting policies and procedures for the Township.  
 

We will review the status of these comments during our next audit engagement.  We have 
already discussed these comments and suggestions with Township personnel, and we will be 
happy to discuss with you, at your convenience, any accounting or reporting issues for which 
you would like additional information or guidance.  We are grateful for the opportunity to be of 
service to the Township and would appreciate any referrals or recommenda tions you might 
have for ways that we can improve our service to you. 
 
Sincerely,  

YEO & YEO, P.C. 
CPAs and Business Consultants  

 

By:  Thomas E. Coulter  
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